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Much has been said about the alleged current problems of modern democratic state including Canada – dropping levels in voting, cynicism among adults, the apathy of the young – but little attention has been paid to the underlying strength of democratic societies and their governments.  Nothing better illustrates this than the recent accountability activity in all three of Canadian democracy’s principal components: the voluntary, corporate and public sectors.  In each sector we find creative demands for increased accountability and in many cases change is actually underway.  The common cause, please note, is the robust nature of demands coming from citizens who are anything but passive or apathetic. Canadians are among the leaders in their attacks on the complacent organizational structures and orthodoxies of the past.

Whether from within the sectors themselves or as external critics, they are making demands to broaden accountability and to strengthen the three sectors. Canadians want their voluntary organizations, corporations and public services to be strong.  But they also want them to be more accountable.  Far from being contradictory notions, when accountability and responsibility are properly understood, it is clear that strength and accountability in a democracy go hand in hand.  They can be, or should be, mutually reinforcing.

The voluntary sector predates democracy in Canada.  It now consists of more than 50,000 organizations, about 80,000 of which are charities. The work of volunteer’s day in and day out, make Canadian life more exciting and equitable. Volunteers do everything from providing home care to coaching girls baseball, from organizing an arts festival to ensuring food and shelter for those without either.  However, their activities not only meet the concrete needs and desires of Canadians.  By building on the bonds of mutual trust, tolerance and cooperation inherent in voluntary activity, Canadians develop these characteristics of good democratic citizenship.  While providing many services for governments, the distinctive feature of voluntary organizations is their independence from government.  They are the source of critical and innovative ideas that wise governments turn to when seeking practical solutions to old and emerging problems.  Most recently Canadian volunteer and charitable organizations had a major role in shaping the content of the Romanow Commission on our health care system.

If accountability is the requirement to explain and accept responsibility for carrying out a mandate, what more should be expected of volunteer organizations?  And what should the federal government be doing to further such accountability?  Furthermore, if this sector is so vital to Canadian democracy, in addition to ensuring its grater accountability, should government be doing more to ensure the sector remains a strong part of our lives?  These were the questions the national inquiry I recently chaired attempted to answer about the sector 

Because voluntary organizations are self-governing in nature we proposed that they adopt a code of good governance practices which would require their boards to be responsible for eight key tasks among which are: strategic planning, transparency requirements, putting in place appropriate organizational structures, and the maintenance of fiscal responsibility   (including a document annual budget).

The federal government also has obligations.  Because of the millions of dollars I tax benefits provided annually in the Income Tax Act, the government has a responsibility to the public to ensure registered charities do meet these and other responsibilities.   In addition to providing to the government and the public information about their governance, programs and finances, charities should be required to adhere to a code of ethical fundraising and practice transparency by responding promptly and appropriately to complaints and requests for information from the public.  Such practices should be required as a condition for being officially recognized as a charity.  Reporting requirements on these items would vary according to the size of the organizations.  It would be unwise to expect the thousands of small local charities to meet the same reporting requirements as national organizations with many employees and multi-million dollars budget.

Again, as part of its responsibility to the public for what goes on in the charitable sector the federal government should actually produce a legislated up-to-date Canadian definition of “charity” instead of relying on a 400 year-old British law. Each year the House of Commons should consider a report on how the millions of dollars of charitable tax benefits have been spent and do so in terms of a Periodically updated Canadian definition established by Parliament itself. 

The Prime Minister recently accepted our recommendation that he name a Minister responsible for the sector.  The Heritage Minister, Sheila Copps, has been given this responsibility.   Now that this has been done, more is required.  An annual report by the Minister to Parliament would not only deal with accountability on tax expenditures.  It would also provide an opportunity for all MPs to discuss the importance of volunteer activity of Canadian democracy. Many Canadians would hear for the first time that the sector’s economic output equals that of British Columbia, that it provides full-time jobs to more than one and a half million men and women-and that year in and year out some six and a half million Canadians volunteer their time to do things with and for their neighbours.

I want to emphasize at this point that the volunteer sector has responded positively to our increased accountability recommendations.  Major changes in governance structures, transparency and financial management have been put in place in organizations throughout the country.

I turn now to the corporate sector.  In doing so we move from volunteers whose raison d’être is to work directly for the public good- for that’s what voluntary work means – to activity whose legally defined purpose is to maximize profits for shareholders.  The corporate sector does, of course, have an impact on the public good, but unlike voluntary or public sector activity, it is an indirect consequence. Broadly stated, the positive or public good impacts are the provision of a vast range of goods and services desired by Canadians, the generation of the millions of jobs necessary to produce these results and the taxable incomes needed to finance the public sector.

There are many in the business community, possibly most, who believe there is no need for the public in general of governments in particular, to be concerned about corporate accountability issues beyond the narrowly defined legal responsibility corporate managers have to their shareholders.  They insist that as long as their governing structures ensure financial accountability to their owners and as long as they obey the general laws of the land, nothing more should be expected of them.

In recent years, here in Canada as well as abroad, a strong alternative view about corporate accountability bas been gaining support.  Although there are many variations on the theme, generically it is known as “corporate social Responsibility.”  Its supporters include Kofi Annan the Secretary-General of the United Nations, a number of European governments, and according to surveys of Canadian public opinion, a large majority of Canadians (72%).

While accepting the right of corporations to make profits, domestically and Internationally, those of us advocating a broader sense of accountability for Corporations emphasize that this sector has immense direct and indirect power over our lives. Corporate decisions affect the health and safety of their workers, whole communities; and, their products can have adverse as well as beneficial affects on the well being of their customers.

Companies should therefore, be accountable not only for financial matters to their shareholders, but also for these impacts on other people’s lives.  In the day- to-day decision making of business executives, human rights and environmental protection concerns must count equally with measures intended to maximize profits.  Using the same definition of accountability as with the volunteer sector- the requirement to explain and accept responsibility for carrying out a mandate- for a corporations it may start with legal obligations to the shareholders but it should not end there.

(1) According to the most recent U.N. figures there are now 65,000 transnational corporations operating globally. As with the voluntary sector, accountability measures intended to meet corporate social responsibility objectives must be adequate but not so onerous as to destroy corporate activity itself.  As with charitable activity a competitive market economy presupposes private initiatives.  It must not be destroyed by over- regulation.  Let me suggest some examples of corporate social responsibility accountability measures.  Taken together I believe they meet but do not exceed the sufficiency test.  Indeed, the examples I give already have the support of a number of innovative Canadian corporations.

If information is the currency of democracy then transparency and disclosure measures can go a long way when it comes to accountability.  Consider the following three proposals we made in the report of the Canadian Democracy and

Corporate Accountability Commission;

1) As a condition for being listed on the Toronto Stock Exchange companies should be required do indicate whether or not they have a set of corporate social responsibility policies incorporating environmental, consumer protection and human rights concerns.  If they have them, they should report on how well they are working.  If they don’t have them, then potential shareholders and the public at large have a right to know this.

2) As in Britain and France, managers of large private and public pension funds should be required to disclose whether or not they take into account Corporate Social Responsibility policies when they make their investment decisions in companies.  I am sure Canadian pensioners don’t want their funds put into companies that violate international human rights norms.

3) We need whistle-blowing legislation (which already exists in about two- third of the states in the U.S.) to protect employees in both the private and public sectors who see and report on serious wrongdoing by their employers.

However, to get effective accountability, disclosure and transparency Requirements are insufficient.  Shell (Canada), the Body Shop and Suncor now do Independent audits on their social performance.  Why should other large private and public companies not be required to do the same?  We already require financial audits. These should be supplemented with obligatory social audits.

In its role as protector of the public good, the federal government should take two additional steps.  First, it should influence the market behavior of Canadian companies by only doing business with those that have CSR practices in place.  If a medium or large size company wants to be eligible for a government contract or take part in a trade mission abroad, it would have to comply.  We already have similar federal contract provisions to foster affirmative action policies.  Why shouldn’t human rights and environmental protection receive similar consideration? 

As part of a positive approach to globalization, the federal government has a major responsibility to ensure that Canadian companies do not do abroad what they can no longer do at home.  The world badly needs new international agreements to ensure good corporate behavior in developing countries where the requirements in human rights and environmental protection are often non- existent.  Our government should be working multilaterally to incorporate in trade agreements provisions to enforce the kinds of standards for corporations outlined in the UN’s Global Compact.  In the meantime, at least when it comes to fundamental or core human rights as recognized by the United Nations, Canada should act now.  We should make it a legal requirement for managers of Canadian companies operating abroad that they not be complicit in the violation of any such rights.  We have already set a precedent in this area by applying Criminal Code sanctions to any Canadian who takes part in the sex trade with children in another country.  If we are to avoid another situation involving a Canadian company in the future like that of Talisman in the Sudan, the federal government should put a law in place now that would make Canadian corporate executives of companies acting abroad legally accountable for their companies’ direct or indirect violations of human rights.

I have pointed out that voluntary and charitable organizations responded favorably to increased accountability proposals.  Regrettably, with few notable exceptions, this has not been the case with Canada’s corporate sector.  For its part, the federal government has also failed to accept its responsibilities.  When it comes to corporate social responsibility it lags behind not only the European Union but also in some instances, the United States.

Government and Public Servants

I turn now to accountability in the public sector.

The need for public accountability by governments and public employees is almost taken for granted.  This was not always the case.  In fact, it was making governments accountable that make hem democratic.  Prior to the coming of democracy it was widely assumed that obligations in society were from the bottom up.  Democracy has turned this upside down.  Democracy has meant that those at the top obtain their legitimacy by being accountable to equal citizens. Public accountability is what justifies the passing of laws and the implementation of regulations.  The government and Ministers of the day in the House of Commons are accountable to a majority of MPs who in turn are accountable at periodic intervals to the electorate.  As part of the chain of responsibility public servants are accountable for the delivery of public policy to Ministers. 

Since the mid1990s’ however, the accountability practices for public servants have been under going change.  New pressures have emerged in governance and management as a result of three developments: the focus on outcomes, using partnering arrangements (often with the private sector) and greater expectations for flexibility and innovation.

As an outsider looking in it seems to me this has been for the better.  It should result in a public service that is more able to carry out the will of its political masters and yet at the same time remain accountable.  Energetic managers, whether in the private or public sector, welcome the opportunity to innovate. Public servant mandates are more complex than in the past.  This has mean that accountability has become more diffuse but not absent.  Whether it’s consideration of outcomes or working in partnership with the private sector, the goal of effective accountability remains.  The Auditor General in last December’s report suggested five key principles for success, which I believe, should become operational practice;

1) Clearly understood roles and responsibilities by the parties involved in a given accountability arrangement;

2) A clear understanding of  expectations including both the desired accomplishments and the means to be used to obtain them;

3) Performance expectations should be matched with each party’s capacity to deliver;

4) There should be believable and timely reporting not only on what has                   been achieved but also on the appropriateness of the means used and on what has been learned from the experience;

Finally

5) The parties should conduct an over-all assessment of what has been done by the parties involved.  In this context achievements and difficulties should be recognized and where appropriate corrections be made and appropriate positive and negative sanctions for individuals ought to be carried out.

Allowing for a few exceptions requiring confidentiality or secrecy, transparency should be the norm and when it is, effective accountability is enhanced.  The Auditor General made a succinct case of the connection between accountability and transparency.

 Clear, timely information on how money was spent and what it achieved makes it easier for those outside government to monitor and challenge whether spending was fair, proper, and consistent with good stewardship. Furthermore, the knowledge that their actions and decisions are visible encourages Ministers and managers of public programs to behave in ways that can withstand public scrutiny.  Overall, transparency and accountability mean stronger institutions and more credible government. 

Certainly the new circumstances of a result-oriented, partnering and innovative public sector do not mean that ministers and managers are less accountable. Accountability has simply become more complex.  By applying the kinds of principles I have mentioned they should be required to show the extent to which the results they expected have been accomplished, what contribution they made to the outcomes, the lessons they learned and finally demonstrate the propriety of their actions.

It is clear that today’s public sector mangers must be allowed discretion and flexibility if they are expected to innovate.  Too many rules will simply mean innovation won’t happen.  They must be allowed to take reasonable risk.  This means that some mistakes will be made.  It must also be understood that some desired results will not happen – in part on occasion because of changing social and economic circumstances.  Sensible accountability will take all such factors into account.  Sensible and responsible politicians, for their part, must also understand this.

A Question of Values

You cannot talk seriously about accountability without taking into consideration the values that are uniquely important to the sector.  It is these values I want now to discuss.  They are about goals or objectives on the one hand and means on the other.

In considering career options for university graduates of my generation, there was, in the language of the day, what many called the “idealist’s” path of the public sector.  This path was then and I believe remains, explicitly and clearly distinguished in our thinking from the private sector route.  When I graduated, if you went into the private sector to work for General Motors, General Electric, General Foods – or any of the other many generals – it was assumed your goal was to make money, as much as you could and as fast as the market would reward you.  Related to this was the general assumption that you were determined to “get to the top.”  A successful corporate career meant becoming a CEO in a major corporation and having an annual salary in the top 5% of the country.

In contrast, those who went into the public sector quite clearly had other priorities.  Of course they wanted to be well paid for their work.  However, when pushed about their other objectives they used phrases like “serving the community,” “ working for the public good” or “trying to make Canada a better place.”  I say “when pushed” because in my recollection this was the case.  If I am right, then it’s interesting to consider why they were reluctant to speak openly about their motives.  I think the reason is straightforward and it holds today as well as when I was a student.  The reason is that most people don’t like to boast- and to tell someone at a party that you are “working for the public good” would needed be boasting because it seems to suggest that your motives are not only different but superior to those of many others, notably those in the private sector.

I believe that the motives of the public sector manager are superior and that they merit praise.  Earlier I suggested that the work of executives in the corporate sector may indirectly lead to results that are good for the public – eg., result in products for consumers or jobs for workers.  However, the motive or driving force or objective or sources of satisfaction, of the executive can hardly be said to be the public good.  The objective, as Adam Smith pointed out in The Wealth of Nations in 1776, is to make as much money as possible and acquire property.  Writing 200 years later, one of the fathers of neo-liberal economic thinking, Milton Friedman argued in the N.Y.  Times Magazine (3) that the only social responsibility of a corporate executive is to maximize profits.  The legacy of the successful entrepreneur is, therefore, a large bank account and a thriving company, which he has controlled.

The internal governance and accountability structures that most concern CEOs and shareholders today following the Enron disaster have nothing to do with the public good as such, or with the corporate social responsibility measures I have discussed, but everything to do with property and maximizing shareholder value. To this day most CEOs in Canada and the United States have seen the scandals virtually exclusively as a financial accounting problem.  They believe what’s needed is a better financial audit – not a social audit.  Improved accountability to shareholders, not to the public is what they want.  It is to this end that limited reforms have been made by the corporate sector.

While it is true that financial accountability for the use of public funds is also a serious responsibility of a manager in the public sector, this is not now, nor has it ever been, the raison d’être of public service.  While he or she must be accountable for public expenditures as part of their work, no public servant wants written on his tombstone, “He kept his accounts in order.”  Rather his legacy, in whatever department of government, whatever sector of pubic services will rest on his record in furthering the public good and to have done so by practicing and promoting public sector, not private sector, values.  These values are traditionally and appropriately seen as “fairness, honesty, probity [and] integrity.”

I cannot over emphasize the importance of these process values and a direct commitment to the common good.  They are crucial in the public sector.  By definition the public sector delivers goods and services because citizens want or need them, not because they are profitable.  Public employees and their managers are providing us in our lives with what I would call the pillars of a civilized life: our health care, scientific research, schools, parks, police forces courts, pensions, scenic highways and harbours and yes, the clean tree-lined streets on which we live.  They provide these elements of the public good and they do so by means of the public values of fairness, probity and honesty.

These values embodied in process are no less important than the outcomes. Combined it’s what puts the honour in the honour of public service.  It’s what we expect of public services.  It’s part of what we mean when we say that work in public services is “a calling.”  This is simply not true in the corporate sector.  I speak frankly.  Let me illustrate.  In the course of my work as co-chair of the Canadian Democracy and Corporate Accountability Commission I came across an interesting newspaper article.  It pointed out that in a cross-country survey of university students studying in business-related programs, their belief that companies should incorporate the values of corporate social responsibility was significantly less in their graduating year than it had been when they first entered the program.  In short, business “education,” in our universities, business “ethics” if you like, preparing students for market-based activity, had succeeded in significantly reducing their commitment to the public good.

Another example. A letter published last September in the Globe and Mail was from a man who had graduated in a Canadian MBA program.  He pointed out that in a role-playing scenario he and his fellow business students were to put themselves in the position of a drug company board, one of whose products had been barred because it had been found to have had some damaging side effects. Of the 35 students in this graduate program 27 said they would favor a solution that would first challenge the legal decision barring the product and, failing this they would sell the drug as is, in developing country markets.

I mention these examples because they are consistent with our findings in our work on the Corporate Accountability Commission.  In the course of our work on the commission, we were told that global competition led Canadian business executives to do outside of Canada what they could not do at home.  In developing countries this has led in the past to exploitative labor policies, bribery of public officials, and the degradation of the environment.  In short decisions about appropriate behavior in the corporate sector, as with other decisions, is shaped by the market.

While some business leaders wanted the commission to recommend that the Government of Canada work hard to make changes in international trade agreements to prohibit such behavior, many others, including Thomas d’Aquino, the President and Chief Executive of the Canadian Council of Chief Executives, have recommended that corporate social responsibility practices should remain an optional matter.  When global market competition made improved moral behavior profitable, then it would be done.  This is nothing but market driven morality.

Can you imagine the Clerk of the Privy Council saying to public sector managers “Practice fairness, probity and integrity when it works?  Otherwise, go with the flow?”  Of course not.

I am speaking bluntly about these matters because they are crucial.  It is of great importance to Canada that the public sector and its values exist.  It is particularly so at a time when so many want the values of the market place extended to all aspects of our social and political lives.

Please do not misunderstand me.  As human beings we all have market-oriented aspects of our personalities.  We do like to choose between a movie, a rock concert or a play when we go out in the evening.  We like options when we buy a new car or clothes for our kids.  On the whole, the market and its underlying profit motive serve these needs well.

But we human beings also have non-market values.  We share and care.  We do things as a community.  We treat each other not as consumers but as citizens having and equal claim to a good life.  Public servants and their values are not peripheral to this, they are essential. Along with all those thousands of Canadian in voluntary organizations the goals and means of public servants are on a superior moral plane.  By doing what they do, they take us out of the market- place.  In doing so, they remind all of us of our common humanity.
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